By RALPH KOZLOW

Capital Expenditures by Majority-Owned Foreign Affiliates of

US. Companies, 1982

MAJORITY-'DWNED foreign affili-
ates of U.S. companies plan to in-
crease capital expenditures 11 percent
this year, to $50.7 billion, following a
planned T-percent increase last year.
In 1980, spending increased a record
30 percent (table 1 and chart 10).}
Spending by petroleum affiliates is
expected to remain strong. These afl-
filiates plan an 18-percent spending
increase this year, to $20.5 bhillion,
after a similar increase last year.
Both reflect ongoing efforts to explore
for, and develop, petroleum and other
energy resources, mainly coal, in an-
ticipation of future energy needs. The
1982 increase is planned despite the
recent weakening of petroleum prices.
In manufacturing, spending is expect-
ed to increase less than in petroleum.
Manufacturing affiliates plan a 1i-
percent increase this year, to $21.4
billion, after no change last year. In
trade, a 16-percent increase is
planned, after a 3-percent decline. Af-
filiates in “‘other industries” and in fi-
nance (except banking), insurance,
and real estate plan to maintain
spending at last year's levels, after in-
creases of 7 and 32 percent, respec-
tively. Only affiliates in mining and
smelting plan to reduce spending,
after several years of large increases.

1. Capital expenditures estimates are for majority-
owned nonbank forebgn afflliates of nonbank US par-
ents. (An affiliate is majority owned when the com-
hinmeo nwnzrxhip af all 115, parenis excesds 5l T
cent.] Capital expenditures are expenditures that are
made to soquire, add to, or improve property, plant,
and equipment, and that are charged to capital ac-
counts. They are on a gross basis; sules and other dis-
positions of fixed assets are not netted against them.
Capital expenditunis are reported to BEA in current
dollars; they are not adjusted for price changes in host
countries or for changes in the value of foreign cur-
renétis, bscpise the datas aeeded for Ltheas |i|:]_||.|$1 maefE
are unavailable

Nore.—Patricia E. DiVenuti, Earl F. Holmes,
Jr., and Edward L. Simons assisted in prepar-
ing the estimates. Smith W. Allnutt I de-
gigned the computer programs
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By area, affiliates in developed
countries plan an 1l-percent increase
in spending, to $35.8 billion, compared
with a 1l-percent increase in 1981. In
developing countries, a planned 19-
percent increase, to $13.8 billion, fol-
lows a 28-percent increase. Affiliates
in “international”—those that have
operations spanning more than one
country and that are engaged in pe-
troleum shipping, other water trans-
portation, petroleum trading, or oper-
ating oil and gas drilling equipment
that is moved from country to coun-
try during the wyear—plan to cut

spending by one-third, to $1.0 billion,

after a 2-percent increase.

The latest estimate for 1981, based
on the BEA survey taken in Decem-
ber 1981, is sharply lower than the es-
timate made 6 months earlier, which
indicated expenditures would increase
18 percent. Although the estimates
for every industry except finance
{except banking), insurance, and real
estate were revised downward, most
of the revision is in petroleum and
transportation equipment manufac-
turing. The revision reflects the
impact of the slowdown in economic
activity abroad. For 1982, the latest
estimate is also lower than the earlier
one; however, the percent increase
from 1981 is larger because it is calcu-
lated from the lower 1981 base. By in-
dustry, the largest downward revi-
sions in dollar spending are in petro-
leum and mining,

Petroleum

Petroleum affiliates plan to in-
crease spending 18 percent, to 520.5
billion, after a similar increase last
year. The increase is widespread geo-
graphically, and is particularly large
in Canada and Norway, where it is
mainly for petroleum extraction, and
in the Netherlands, Australia, and
Colombia, where it is for development
of alternative energy sources.
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In developed countries, afflliates
lan to increase spending 18 percent,
to $13.0 billion, after an 11-percent in-
prease in 1981 (tables 2-2). Canadian
affiliates plan to boost spending 28
t, to $3.8 hillion, after a 4-per-

. cent decline. Affiliates engaged in all

phases of petr¢lenm production plan

. jpcreases, which are to finance contin-

uad development of western Canadn’s
tar sandg, expanded exploration in

. frontier areas, modernization of refin-

griea, and construction of new petro-

- chemical facilities, They are planned

despite Canada's National Ensrgy
Program {NEP). The NEF, first pro-
posed in late 1980 and some provi-
gions af which recently became law, s
designed to encourage increased do-

. mesgtic ownership of the Canadian pe-
" troleum industry. Although it ap-

peared to be an important factor in
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recent decisions by eeveral 11.8. com-
panies to sell their Canadian oil and
gas properties, it does not seem o be
dampening plans for capital expendi-
tures by affiliates still operating in

Canada.

In the North Sea area; Norwegian
affilintes plan a 31-percent increase in
spending, to $1.7 billion, after an %
percent increase last year. The 1982
increase is for continued develcpment
of offshore vilfields and gasfields.
British affiliates plan a 2-percent in-
creaga—the smellest increase since
1%72—to $4.8 billion, after a 12-per.
cent increase. The slowdown partly
reflects the impact of the host govern-
ment's plans to conserve more of its
oil reserves.

In other areas of Europe, where af-
filiates are primarily enpaged in re-
fining and distribution, several large
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increptes are planned. Natherlands
affiliates plan a 115-percent increase,
partly for a plant te convert coal into
coke, an industrial fuel that burns
with little smoke. Gertnan affiliates
plan a 4f-percent increase, primarily
for upgrading and expanding existing
refineries,

Alter more than doubling expendl-
tures last year, Australian affilistes
plan a2 20-percent increase in 1982. It
is partly for developing a new coal op-
eration, including construction of
housing for workers and a railroad,
and partly for stepped-up drilling of
natural pas wells and construction of
a pipeline; the 1981 inersase was for
refinery upgrading, - shale-oil extrac-
tion, and gasfield development. The

(Contimuad o p. 3i5)
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Table 2.—Caplial Expenditures by Majority-Dwned Forsign Alllistes of U5, Companles in 198 *
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increnses reflect the affiliates” re-
sponse to Australia’s drive for ensrgy
self-sufficiency.

In developing countries, effilintes
plan to increase gpending 24 pescent,
to $6.7 hillion, after a 39-percent in-
crease in 1951, Substantial increases
are planned in most arens.

In Letin America, a 39-percent in-
crease is planned. It is centered in Co-
lombia, where masgive, high-quality
coal reserves are being developed, and
in Trinidad, where offshore matural
gos fields are being developed. In the
Middle Eest, a 51-percent increase is
planned, mainly for exploration and
development in the United Arab
Emirates.

In “other Asgia and Pacific,” affili-
ates plan to increase spending 21-per-
cent, to $2.8 biltion. The increase is
largely in Malaysia, where spending
increased 91 percent last vear and is
expacted to increase 57 percent this
year, to BT billion. Lest vear's in-
¢rease was mainly for constructing
cffehore platforms, pipelinas, and an
oil terminal; thiz year's is mainly for
maodernizing refineries, Indonesian ai-
filiates plan an increase of 17 percent,
to $1.4 billion, after an increase of 32
percent last year. Both are largely for
offshore exploration for pil and nato-
ral gag. This exploration is ‘partly in
response to favorable revisions in tax
and production sharing agreements
with the heat government in 1980,

In ‘other Afriea”—particulerly
Cameroon and Baypt—affiliates plan
2 12-percent increass, to 315 billion.
It iz for developing new oilficlds. In
contrast to affilistes in Cemeroon and
Egypt, those in Libya plan a 28-per-
cent reduction in spending, after a 42-
percent incresse last vear. Growing
political tensions beitween Libya and
the United Staies have resulted in
geveral affilistes ending operations in
thet country.

Affitiates in “international” are
planning to reduce spending by one-
fourt):, to $0.2 billien, compared with
a Bpercent increase last year. The re-
duction reflects a decline in demand
for tankers, becanse of lower imports
of crude oil.

Manufacturing

Manufecturing affilietes plan to in-
creage spending 10 parcent in 1982, to
$21.4 billion, after no change lasi
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vear. Increases are expected in all in-
dustries within manufactoring except
transportation equipment.

Nearly one-half of the total dollar
increase in manfacturing ie account-
ed for by affiliates in chemicals; these
affiliates’, exponditures are expected
to incresse 27 percent, to §4.0 billion,
compared with last year's G-percent
increase. Soma of the epending is the
raznlt of deferrals; several petrochems
ical manufacturers have streiched out
capacity-expansion projects planned
for last year.

Affiliates in primary and fabricated
meisls plan a H4-percent increase, to
$1.5 billion, compared with last year's
12-percent increase; both are largely
due to a sizgble expansion project un-
dertaken by a bauxite mining and
aluminum manufacturing affiliate in
Brazil. In food products, affiliates
plan to increase spending 17 percent,
compared with a 2-percent cut last
year, Affiliates in nonelecirical ma-
¢hinery and electric and electronic
equipment each plan. 11-percent in-
creages, compared with last year's
cuts of 15 and & percent, respectively.
Affiliatea in “other manufacturing”
plan a l-percent increase this year, to
$3.0 billion, after 2 {-percent incresse.

In comtrast to plens by affiliates in
other industries within manulactur-
ing, affiliates in transportation equip-
ment plan to decresse spending; the
10 percent decresse, to $4.4 billien,
follows a 12-percent increase. Tha de-
crease partly reflecte near completion
of several projects involving construc-
tion of assembly and perts production
facilities for subcompact cars. Plans
for further expansion have been dem-

by current weak worldwide
demand for autos.

In developed countries, manufactur-
ing affiliates plan an S-percent in-
creaze in spending, to §16.7 billion,
compared with a d4-percent decline
last year. Canadian affiliates plan a 5
percent increage, shout the same an
last year; declines in apending by af-
filiates in transportaticn squipment
and “other manufactoring” almost
offeet increases in every other indus
try.

In BEurope, British affiliates plan to
increase spending ¥ percent, to §3.0
billien, a reversal of last year's de-
cline. Chemical affiliates account for
nezrly all of the increase, which is
mainly for construction of petrochem-

DMarnh~

ical plants. Partl:f offsetting is an ex-
pected decline in nonelecirical ma-
chinery; it reflects completion of new
plants in 1981, including the rebuild-
ing of a plant destroyed by fire. In
Germany, affiliates plan to increase”
spending 1 percent, to 2.8 billiogm, .
after a 19-percent decline. Last year's
decline was centered in nonelactrical -
machinery, mainly computers, Bnd
transportation equipment; this year, s
small incremse in expenditures in,

magt industries will mors than ofiuet

a further fall-off in transportation
aquipment. The planned 17-percent
increase in France, to §1.4 hillion, is’
centered in nonelecirical machinery;
it ia mainly for incressed capitaliza-
tion of computer equipment for’
rental. The 29-percent increase in the
Netherlands, to $0.9 billion, is cen-
tered in chemicels and is mostly for,
expansion of petrochemical plants, Af
filiates in “other Europe™ plan to stap
up spending B percent, after a 71-per-
cent increase. Much of this year's in-
crease is accounted for by a major
plant expansion by a chemical affili-
gie in Spain, Last year's was acesunt-
¢d for by treneportation equipment
affiliatas in Spain and Austria, and
was for construction of assembly
plants and parts production facilities
for subzompact cars.

In developing countries, affilintes
plan a 15-percent increase, to $4.7 hil-
lion, following a 19-percent increase:
in 1981. The largest increase is in
Brazil, where, as previously men-
tioned, an affiliate in primery and
fobricated metals plans to mina baux-
ite and build a smelter to produce
aluminum. Partly offseiting is a de-
cline in Mexico, where cuts are
planned in transportetion equipment
after completion of a new engine
plant and sssembly facilities. '

Other indusiries

Mining affilintes plan to reduce
gpending 24 percent, to $1.1 biltion,
after a 17-percent increase in 1981
The decline iz mainly in Canada and
Australia, In Canada, mining oper-.
ations were sold by a U.B. parent. The
gale was part of a transaction in
which the UL.S. parent exchanged it9

(Corttnawed o . 4)
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{Conkinped from p i)

by U.S. companies’ finance affilintes
racorded in the portfolio accounts
were small in 1981; however there
were large increases in lssues report-
ed by US. direct investors, as previ-
ously discussed.

Net inflows for foreign direct ins
vegiment in the United States in-
creazsed $7.8 billion to a record 3187
billion; there was a $0.4 billion in-
erease in equity and intercompany ac-
counts and a $1.6 billion deeline in ra-
invested earnings. The $14.1 billion
total of equity and intercompany ac-
count inflows wee nearly 20 percent
higher than in 1979, the previous
kigh. The inflows were hoosted by the
initial stages of a French scquisition

SURVEY OF CURRENT BUSINESS

of a U.8. mining compaeny in the third
quarter and a Middle East acquisition
of a U.8. petroleum construction and
drilling company in the fourth. Both
transactions were exiracrdinarily
large, with much of the financing pro-
vided directly by the foreign parent.
There were also large nat inflows in
intercompany sccounts by auto-
motive, wholesale trade, and petros
leum affiliates.

Statistical digerepancy

The sietistical discrepancy (errors
and omissions in reported tranzac-
tions) was a positive $24.6 biilion, fol-
lowing a positiva $29.6 billion in 1930
Similar factors may have baen pres-
ent in both 158¢ and 1981. There m=y

Mooy

have been condinued underreporting
of ¢apital inflows by both banks am;l
nonbanks, psytly dua to the shifting
of location of booking of claima and 4.
abilities between domestic and over.
geaa bank offices. When there were
gignificant increasea in the differes.
tial between the U.S. prime rate and
the Libor favoring booking 1
abroad at the latter rate, U.5. firms
reported loans from their overseas of
fices, both benk &nd nonbank, in
creased only moderately, suggesting
incomplete reporting. Furthermore,
the politically stable United Sta
with high nominal end real interes
rateg doring much of 1981, was a
haven for fands, particularly in view
of heightened tensions in the Middle
East snd Foland.

(Continued from p. 46)

ownership of the Canadian mining op-
erations for its own common stock
held by a Canadian company. In Aus-
tralia, the decline largely stems from
mounting labor problems of, and an
expected subsitantial boost in the cost
of aelectric power to, a major mining
operation.

Trade affiliates plan a l6-percent
incresse in apending, to $4.3 billion,
after a 3-percent reduction. Over two-

thirds of the increase iz in Eurcpe
and Latin America, and is largely ac-
counted for by affiliates that market
cormputers.

Spending by =affiliates in finance

“fexcept banking), insurance, and real

estate will remain at 304 billion in
1982, reflecting small offsetting
chenges amoeng several countries.
Similarly, no change is planned in
"other industries"—apriculture, con-
struction, transportation, communica-
tion, public wtilities, and other serv-

}
ices—afler a T-pereent increase: the!
offset to a large cut in *internation.
al,” which reflects last year's pur
chase of new and used bulk ore and
grain carriers, is mainly in Canada,
SBaudi Arabia, and Hong Kong. The
incresse in Canada is gpread among
many affiliates. In Sandi Arabis, it ml
largely accountad for by a new affili]
ate performing city sanitation serv-
ices; in Hong Kong, & is by an affili-
ate completing construction of an)
electric power plant.




